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PREFACE 


Privatisation of water is becoming an issue of concern in the country. 


With the opening up of the Indian economy in 1991 under the World 
Bank-IMF forced program of structural adjustment - also called LPG 
(Liberalisation, Privatisation and Globalisation), more and more 
sectors of the economy have been opened up for privatisation. Indeed, 
this is happening all over the world. Water is emerging as the latest of 
the sectors to be privatised, but in South America and South-East 
Asia, large-scale privatisation has been taking place since a decade. 


When the power sector was opened in India for privatisation, there 
was hardly any debate or discussion. The country was presented with 
a fait accompli, pushed through under the cover of panic scenarios of 
large-scale blackouts. The result is there for all to see — an officially 
accepted, complete failure of the “reforms” and huge cost to the nation. 


Now that there are attempts to embark on a similar privatisation of 
water sector, we feel that this should not happen by default. Extensive 
public debates and discussions need to take place on the issue before 
any major decisions are taken. 


It is with this aim that this booklet is being prepared. This booklet is 
a compilation of information obtained from a large number of sources, 
interpreted by us for the Indian context. We are very thankful to these 
multitudinous sources, not all of whom we have been able to 
acknowledge. 
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I would also like to thank many friends and colleagues who helped 
collect the information, took trouble to comment on the draft and 
helped with the layout and cover design including Clifton, J ayashree 
Janardhan, Madhuri, Nandini Oza, Rakesh Diwan, Rehmat, Sukumar, 
Shashank, Himanshu Thakker and my colleagues at Manthan Swathi 
Sheshadri and Mukesh Jat. I am particularly thankful to Tom Kruse 
of Cochabamba for allowing us to use his excellent photographs of 
the “water war” of Cochabamba, Bolivia and Aman Namra for the. 
use of the photograph of Sheonath river privatisation in Chattisgadh. 


This booklet has been possible only due to the untiring efforts of 
Rehmat in its layout and production. 


Needless to add, I remain responsible for any inadvertent errors. 


This document is planned to provide a framework and some basic 
data related to the issue of water privatisation in India. As more and 
more information and data is obtained this will be added to the docu- 
ment, expanding and detailing various sections. 


We hope that this will contribute to creating awareness, debate and 
discussions around the issue. 
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Cochabamba! 


The beautiful Andean city of Cochabamba in Bolivia lies in a fertile 
valley at 2,558 meters above sea level, surrounded by the 7unari hill, 
the A/alay lagoon and the San Sebastian hill. It is unlikely that many 
would have heard of Cochabamba before 1999. Till this time, the city 
was probably best known for the E/ Cristo de la Concordia, an 
immense statute of Jesus Christ, higher than the Cristo del Corcovado 
in Rio de Janeiro in Brazil. 


In 1999 began the story that was to bring a different sort of fame (or 
notoriety) to Cochabamba. In 1999, the whole system of water supply 
for this city was handed over to a consortium of private companies 
called Aguas Del Tunari, led by the American corporation Bechtel. 
The water supply system in the city was in a mess, plagued by chronic 
shortages, and most of the poorest neighbourhoods did not have access 
to piped supply. Privatisation of water supply was projected as the 
only solution to solve its many problems. Brought in with the intention 
of improving the water supply in the city, Aguas Del Tunari was given 
extraordinary special considerations to attract it to invest in the city. 


The Rs.12,500 crore concession! (contract) was for 40 years, and 
assured the company a rate of return on investment of 15%, linked to 
the consumer price index of the USA. It also gave the company full 
rights to all the water in the district. The immediate result was that the 
water charges doubled, and then trebled. On the outskirts of the city, 
some of the communities had built their own cooperative water supply 
systems based on common tubewells and distribution networks- about 
5 years before the concession was signed. Aguas Del Tunari was given 
the right to install meters on the wells of these community systems, 
and not only that, charge the people for the meters too. The rapidly 
rising prices resulted in the average worker being charged about 25% 


of his/her salary as the monthly water bill! As the prices rose, the 
company declared - without any hesitation or remorse - that it would 
disconnect all those who would (could!) not pay for the water. 


Photo : Tom Kruse 


As the anger spread, the people took to the streets. The crowd captured 
the central plaza in the city. Instead of mediating between the people 
and the company, the Government brought in the army to suppress 
the people. The main leaders of the movement were arrested. [he 
struggle became more intense — people started calling it /a Guerra 
del aqua — the Water Wars. One day in April 2000, as the army 
confronted the people, someone in civilian clothes fired on the crowd 
from behind the armed forces. A 17 year old boy, Victor Hugo Daza 
was killed. This was the turning point in the struggle. There was no 
looking back after this, and the company finally had to leave the 
country. 


A Jolt and a Wake Up Call? 


Cochabamba came as a huge shock to those advocating privatisation 
of water supply. Since about a decade and a half, the winds of 
privatisation and globalisation have been blowing all over the world. 
Around the globe. sectors that have traditionally been in the public 
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domain are being privatised. These include power, transport, railways, 
insurance — and water. Structural adjustment programs have forced 
country after country to adopt the program of LPG — Liberalisation, 
Privatisation and Globalisation. 


It is being argued that LPG is the only path to economic development. 
The reasoning given for this is that the Governments no longer have 
the funds required for the huge investments necessary in these sectors. 
Further, Governments have proved to be inefficient, corrupt and must 
make way for the more efficient private sector. 


Since water is such a vital part of the economy and infrastructure, it is 
not surprising that there has been an enormous push for the 
privatisation of water services. Asa result, in many parts of the world, 
the water sector has seen large-scale privatisation. The events in 
Cochabamba came as harsh reminder that the rosy picture of 
privatisation of water services also had plenty of thorns. And 
Cochabamba is not an isolated case. As Cochabamba happened, it 
also helped focus the world’s attention on many similar, albeit not so 
dramatic, cases. 


Past few years have seen a growing push in India for bringing in private 
companies in a big way in the water sector. This privatisation of the 
sector raises a large number of issues. It is necessary that this be 
preceded by intense debates, discussions and in-depth examination. 
Otherwise, who knows how many Cochabambas may take place in 
India? 


Water Privatisation Has Been in Existence for Long in India 


It should be realized that water as a private commodity has been in 
existence in India since a long time. Ground water is practically private 
property. The person who owns the land, owns the water below the 
land. The landowner has virtually unlimited right to pump out this 
water, regardless of the fact that the boundaries of the ground water 
storage may go beyond the person’s lands. This unlimited access has 
also given rise to well developed water markets — for e.g. in North 
Gujarat. 


Many industries, even large residential colonies pump out their own 
ground water. 


ES ee 


Similarly, water supply through private tankers too has been a part 
and parcel of Indian life since long. Whether it is handcart or bullock” 
cart mounted drums, or truck/ tractor tankers, private supply of water 

is common. These tankers supply water to individuals, big colonies, 

hotels and also to many others, especially under water “scarcity” 

conditions. 


Looking from a slightly different angle, the prevention of dalits from 
using certain water facilities in the villages like wells, ponds and so 
on is also a form of privatisation — the “owners” in this case being the 
so called “higher” castes. 


New Developments in Privatisation 


In the last 10-12 years, there have been several new developments in 
the privatisation of water. The emergence of bottled drinking water in - 
India is an important facet of privatisation and commodification of 
water. Ina country where it is considered “punya karma’ to give water 
to the thirsty, and people set up drinking water booths in the summer 
as a part of “dharma’, the rapid spread of bottled water is a paradox 
that illustrates the power of the market. 


In 1991, the Government of India announced its policy of opening 
the power sector to the private players. As a part of this, hydropower © 
was also opened to private sector participation. This meant that the 
private companies could come in and build, own, operate dams, 
establishing control over the river waters. 


While hydropower has been privatised for over 10 years, we can now 
see the beginnings of the privatisation of other parts of the water sector. 
Privatisation of irrigation is still to start in a full-fledged manner, 
though states like Maharashtra are actively considering it and a cabinet 
sub-committee in the state has given shape to a draft policy. A World 
Bank driven project in Orissa has initiated the process of a planned 
weakening and dismantling of the public sector lift irrigation systems 
and is moving it in five steps to privatisation. 


On the other hand, privatisation of water supply, especially water 
supply to cities and towns is very much a reality and several cases at 
various stages of development and implementation are already seen 
in the country. 
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Fundamental Shift in Character 


The new developments represent a fundamental shift in the nature of 
the water privatisation. In the earlier scheme of things, the private 
operators were mostly individuals — like individual farmers in the 
case of tubewell based water markets, or contractors in case of tanker 
water supply. Indeed, many of the tankers operated under contracts 
from civic or government authorities and were in a sense a part of the 
public sector domain. Moreover, the operators did not have any control 
over the whole (water) sector. No doubt they tried to influence policy 
to suit their own interests, especially through lobby organizations, 
but their clout was limited. 


In case of the new developments the players are mostly corporations 
— and that too mainly multi-national, foreign corporations (MNCs). 
These are hugely powerful entities, with enormous financial and 
political muscle. Moreover, they are being backed by international 
financial agencies like the World Bank, who in turn wield enormous 
influence over Governments and policy, and are using this to promote 
the interests of the new (private) players in the water sector. The scale 
of operations has undergone an order of magnitude change. The 
operations are now huge and so are the finances associated with them. 
Due to this, and due to the very nature of what is being privatised — 
namely, water supplies to whole cities, or whole sections of rivers, 
the MNCs are in a position to 
establish control over whole sections what is happening today 
of the sector. This has Serious should be described not 
implications for the sovereignty of 
the people, the community and the 
country. 


merely as privatisation, 
but more accurately as 


corporatisation or 
In other words, what is happening 


today should be described not merely 
as privatisation, but more accurately 
as corporatisation or corporate globalisation (since most of the 
companies involved are foreign multinationals). 


corporate globalisation 


Moreover, MNCs have little accountability to the people nor do people 
have access to them. Corporations have shown little sense of 
responsibility in terms of public interest issues like environment, public 
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health and so on. People have limited leverage to ensure compliance 
and accountability. It is often said that the corporation is accountable 
(and strives for the interest of) only its shareholders. However, the 
recent events developments at Enron in USA and others have shown 
that often, even this responsibility towards shareholders is missing. 


What is most significant is that, unlike earlier rounds of privatisation 
of power and other sectors, concerted attempts are being made to push 
water sector privatisation as a part of the World Trade Organisation 
(WTO). The implications of this are very serious. 


Since there has been extensive discussions and debate on the power 
sector privatisation which includes hydropower, we will not go into it 
in this note. We will focus on the emerging developments in the 
privatisation of water supply and sanitation. 


Elements of Water Supply Privatisation 


Privatisation of water supply can involve any or all components from 
the source of water (say a dam), filtration and distribution, to the 
collection, treatment and disposal of wastewater and sewage. Hence, 
the term normally used is Water Supply and Sanitation (WSS). The 
privatisation itself can be at various levels and of various types. A 
brief summary is given below’: 


1. Service Contracts — Involves short-term contracts for provision 
of specific services - for example, meter reading and bill 
preparation. Normally no investment from the private company, 
no financial risks to it, and also no direct legal relationship with 
the consumer. (e.g. Mexico City) 


2. Lease / Management Contract - As the name suggests, either 
the private company leases out the facility from the civic authority, 
or the latter appoints the company for managing the facility. In 
either case, the ownership remains public, private company Is 
normally not responsible for new investments or expansion. Some 
commercial risks so far as day-to-day operations are concerned. 
(E.g. Abidjan in the initial phases) 


3. BOOT Contracts - Build Own Operate Transfer contracts in 
which the private company builds some part of the infrastructure 
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- say the treatment plant, or filtration plant - and runs it for a regular 
charge on the system. Normally, these would be long-term 
contracts, with a purchase agreement that would guarantee a 
minimum demand. (The equivalent of the “take-or-pay” clause of 
Power Purchase Agreements (PPAs) in the power sector). (E.g. in 
parts of Mexico) 


4. Concessions - Long term contracts in which the private company 
takes full charge of the system, takes responsibility for the 
provision of the service and is also responsible for expansion, 
new investments, recovery of bills etc. (E.g. Buenos Aires) 


5. Divestures : Where the Government divests its equity in a utility 
that is then bought off by a private company. This may be full or 
partial divesture. 


In most cases, the establishment of an independent regulator, whose 
functions normally include setting the tariffs, is a part and parcel of 
privatisation. 


While the private sector participation in water supply is just beginning 
in India, it has been extensive in Latin America and South-East Asia. 
What are the implications of the privatisation of water supply? To 
understand this, we need to look at the experience of water privatisation 
in other countries. Also, it would be important to look at the 
experiences of privatisation of other sectors in India. 


Power Sector is an Important Model 


There are many similarities in the power and water sectors. Water and 
power are both critical inputs into the development process. Water is 
also a biological necessity for survival. Due to this, the production 
and provision of electricity and water have long been considered a 
social and moral responsibility of the community. and the government. 
This is all the more so in India - since the income and resource 
distribution in India is heavily skewed and iniquitous, we have large 
sections of populations who cannot afford to pay the cost of even the 
minimum necessary supplies of water and electricity. This makes low- 
priced provision of these services essential. This is also the reason 
that both sectors have been heavily subsidized, and have remained in 
the public sector till now. Due to high levels of investments and 
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extensive distribution networks required, both sectors have been 
considered a natural monopoly till now. The access to, and the 


highly inequitable in India. While large We have large sections 
masses lack any meaningful access to water 
and electricity, a privileged few can 
consume huge quantities of the same. 


of populations who 

cannot afford to pay 
the cost of even the. 
The justification being given for minimum necessary 

privatisation of water sector is similar to supplies of water aH 
that given for the power sector — the lack 
of resources with the Government, no 
internal resource generation due to below 


cost supply, and inefficiency and corruption 
of the public sector. essential. 


electricity. This makes 
low-priced provision 
of these services 


Hence, the experience of privatisation of power sector can teach us a 
lot for the water sector. 


Experience of the Power Sector Privatisation In India 


Privatisation of power sector began in India in 1991°. Memorandums 
of Understanding (MoUs) were signed with great fanfare with private 
companies to install new capacity of about 90,000 MW. Most of the 
companies with whom the MoUs were signed were foreign 
multinational companies. This phase was characterized by undue haste, 
utmost secrecy, and total absence of any public debate and discussion. 
An atmosphere of panic was created with scenarios being projected 
of rapid demand outstripping supply and massive blackouts crippling 
life and economy in the next few years. This panic was used to suppress 
all debate and discussion and defend the haste. 


The justification offered for privatisation was that massive investments 
were needed to bridge this “demand-supply gap”. The Government 
was facing a huge financial crunch, and no longer had the resources 
to invest in the power sector (or any other infrastructure). Another 
argument was that power was being given at ridiculously below-cost 
prices to farmers and others; due to this, the power sector was facing 
large (financial) losses, and did not have any internal funds for new 
investments. 


A further justification given was that the public 


The Government sector was inefficient, deficient in modern 
was putting technology, grossly mismanaged, lacking 
forward its own Management skills and corrupt. It would be 


inefficiency and 
corruption asa 
excuse for 
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laughable if it were not so tragic that the 
Government was putting forward its own 
inefficiency and corruption as a excuse for 
privatisation. 


S086: It was stated that if the private companies came 


in, all these problems would be solved. The 


Government bent over backwards and announced a series of 
concessions to woo the private companies. These included: 


Liberal debt equity ratio of 4:1 - This means that out of the 
total project outlay, the owners need bring in only 20% - the 
rest they can borrow from banks and institutions, and the 
interest on this will be charged to the consumers. 


Cost plus approach - tariffs were calculated to reimburse 
whatever cost the company would incur, including debt 
repayment, interest etc. and then a profit over and above this. 
This led to large scale cost padding* 


Assured Rate of return of 16% on Equity, and then bonuses. 
This made the effective rates of return exorbitantly high. 


Assured off take of power (or payment for the same) was 
guaranteed. This meant that whether the electricity was 
required at that point or not, and whether the particular 
company’s prices were cheapest or not, the Government would 
be forced to buy a minimum amount from the Company. Even 
if this were not purchased, it would have to be paid for. This 
was enshrined in the “take-or-pay” clauses in the PPA. 


The tariffs were linked to dollar exchange rate, so that the 
company could repatriate profits and repay foreign debt in 
dollar terms pushing the risk of devaluation of the rupee on 
the consumer. What this meant was that even if none of the 
costs increased, a mere change in the dollar rate would push 
up the tariffs. 


————————— 


e Incase of hydro projects, the hydrological risks (i.e. the 
possibility that in a particular year, sufficient water may not 
be in the river) were taken by the Government, and minimum 
assured payments would be made even if power was not to be 
generated due to this reason. 


e MoU and PPAs were negotiated rather than through open 
competitive bidding, resulting in many dubious deals. Many 
projects become the centre of controversy due to allegations 
of corruption and malpractices. 


e Payments to private companies were guaranteed by State 
Government guarantee, Central Government sovereign 
counter-guarantee, or through mechanisms like escrow 
account. 


Today, eleven years have passed and it is clear that the privatisation 
of power initiated in 1991 was an immature step, taken without a 
comprehensive and thorough examination and proper application of 
mind, and without any well thought out strategy. Predictably, it has 
been a gross failure. The exaggerated claims put forward for the private 
sector’s capacities and capabilities also lie exposed. 


Many of the projects simply never took off. Out of those that did, just 
a handful of projects have been completed, and the rest are languishing 
or dragging along. Many of the foreign companies that had come in 
have walked out. Most projects have failed to raise the finances they 
claimed they would bring in, resulting in the amendment of the 
Government Order that did not allow the companies to raise more 
than a certain portion of the project costs from public funds. The 
projects that are completed are producing power at a very high cost. 
Enron is the most well know example (Enron is also one of the biggest 
of the projects) which has been closed down, as the cost of power was 
very high. Companies which entered the distribution areas too have 
miserably failed to deliver on the lofty claims, being neither able to 
increase access, nor cost recovery nor control transmission and 
distribution losses. Tariffs meanwhile have spiralled. 


Given the similarities in the water and electricity sector, it is natural 
that the privatisation of the former is structured on lines similar to the 
latter. In fact, many of the concessions given to the power sector 


(outlined above in bullet points) are (demanded and given as) a part 
of the privatisation package of water sector — including minimum 
assured returns, payment guarantees by Government or other public 
financial institutions, take or pay clause, exclusive rights to supply to 
an area, foreign exchange fluctuation protection etc. 


The problems and issues that arise in the privatisation of water sector 
too are similar. This is because the problems and the outcomes seen 
in the power sector after privatisation are largely fundamental to the 
process of privatisation itself. They are inherent in privatisation. How 
this is so is briefly outlined in the next section. 


Issues and Problems With Privatisation 


The basic aim of a private company is profits. That is its primary, and 
normally sole motive. Hence, while the company may bring in new 
investments, it is sure to take away the same and more. That is the 
basic, irrefutable logic of private sector involvement. This needs to 
be clearly understood, along with the implications. 


A private company will want to recover its investment, the interest 
and principal of debts incurred by it, “reasonable (!)” profits, and also 
other things like the fluctuations in the dollar exchange rate. We must 
also bear in mind that the water charges will have to pay for the lavish 
lifestyles of senior official and executives of the company. Even if 
this means that the water or electricity it is selling becomes too 
expensive for the poor people. All this implies that the cost of electricity 
or water will go up. Remember that this is exactly what happened in 
the Dabhol (Enron) power project, leading to it being closed down. 
This is what happened in Cochabamba also. 


Moreover, the private company is in the business for its own profits — 
and is not going to be considerate to those who cannot afford the high 
rates. They will simply be will be disconnected. For example, in 
Guinea, non-payment resulted in disconnection of about 10,000 
connections, roughly one-third of the total. Importantly, the private 
company will have no social obligations for provision of water/ 
electricity to the poorer sections or populations residing in slums, or 
dispersed, remote locations, since this will not be profitable for it. 


$$$ $ 


Cost ‘oe measures will lead to large-scale retrenchments. Indeed, 
<coweeeeeeeeeeee one of the measures of the efficiency of companies 


si Guinea, under privatised regimes is the ratio of employee 
non-payment Per water distributed. Lower this is, the more 
efficient the company. Companies are likely to 
achieve this through the use of contract labour, out- 
sourcing and mechanisation. Even if one allows for 
the rectification of certain amount of over-staffing, 

10,000 companies are likely to go much beyond this. 

connections, 


resulted in 
disconnection 
of about 


It is unlikely that the private sector will undertake 
commercial risks without guarantees that are 
third of the ultimately backed by public money. Nor will it 

total undertake major investments without a “take or pay” 
clause. In the power sector, the state governments 
initially provided the guarantees. However, since the state government 
finances were themselves in doldrums, the companies demanded and 
got counter guarantees from the central government. When it became 
clear that even the central government finances would not be able to 
support guarantees beyond a point, other measures like escrow 
accounts were introduced. In the escrow mechanism, the revenues 
obtained by the utility (for example bills paid by electricity consumers) 
are put in a separate account. The company has the first right of access 
to the money in this account, till payments due to it are full met. What 
this means is that even before salaries can be paid, the company’s 
profits would first have to be met. Since the “escrowable capacity” 
(total revenues received) too is limited, the companies are asking for 
agencies like the World Bank or foreign bi-lateral aid agencies to 
provide the guarantees. Similar arrangements will be, and are being 
demanded in the water sector. For example, in Ahemdabad, it is 
proposed that the payments to the private company will be guaranteed — 
through an escrow account linked to the octroi collection. 


roughly one- 


An important aspect of the privatisation of water sector that needs to ~ 
be understood is as follows. To allow water to be supplied to those 
who can’t bear the full (increased) costs, there are essentially two 
mechanisms. One is that of cross-subsidy. In this, some users (example 
industry) who have the capacity to pay are charged higher prices and 
this allows the utility to subsidise those who can’t pay the full price. 
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The second mechanism is that of direct subsidy provided by the 
Government to bridge the gap between the cost price and the reduced 
price charged to those who can’t pay. Private companies do not favour 
the first mechanism as they are reluctant to “overcharge” their “best” 
costumers. Indeed, the logic of the private suppliers is that bulk (and 
important) consumers are charged /ess, not more. Regarding the second 
option, the Government is washing its hands off from provision of 
subsidies, claiming that it does not have the resources for the same. 
What is not often said 1s that the agencies like World Bank are actively 
pressurising the Government to cut both direct and cross subsidies, 
often using loan conditionalities to achieve the same. 


The logical consequence of this is that since neither the high capacity 
consumers nor the Government are willing to subsidise the consumers 
with lower paying capacity, the prices have to increase, and if anyone 
can’t pay the higher prices, they would stop receiving the supply. In 
short, the privatisation process is necessarily accompanied by phasing 
out of cross-subsidies and increase in tariffs, and a principle of “no 


payment, no supply”. 


Thus, water sector ceases to be a social responsibility, and water 
changes from being a “social good” to a mere commercial commodity. 
This is the process clearly seen in the power sector in the last 11 years, 
and in other parts of the world in the water sector. This is also precisely 
the approach being forced by the proulg Bank, ADB = 
Development Bank) and pee j 

WTO (World Trade y 

Organisation). Indeed, in ~ 
the global push for 
privatisation, this idea of © 
“full cost recovery” has — 
taken on ideological | 
overtones. g 


In this way, the process of cor pOREaABON of water is invariably and 
necessarily accompanied by its commercialisation or 
commodification. 


The most serious implication of privatisation however is in terms of 
the sovereignty of the citizens, of communities and of the country, 
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with the control over such a vital resource passing on in the hands of 
private, and that too foreign, companies. It may be recollected that 
when the power distribution and generation activities passed on in 
the hands of the private sector in Orissa, the generating company 
controlled by AES of USA had no hesitation in cutting off the power 
supply to the grid when the its bills were not paid. Only a threat of use 
of Essential Services Maintenance Act (ESMA) and of arresting the 
CEO resulted in a resumption of supply. 


Photo : Tom Kruse 


Government sides with the corporation : Military power of 
the State brought out to suppress its own citizens in Cochabamba 


Commercialisation and commodification means that those who can’t 
pay for it, can’t use it. The poor, already living on the margins, will be 
pushed towards further deprivation. When people are deprived of such 
a vital resource as water it is certain to create fertile ground for social 
unrest. But this is not all. When each sector - water, power, agriculture 
and so on - faces the attack of corporate globalisation, what can happen 
is eloquently pointed out by writer Arundhati Roy: 


“In countries like Argentina, Brazil, Mexico, Bolivia, India 
the resistance movements against Corporate Globalisation are 
growing. To contain them, governments are tightening their 
controls. ..... But civil unrest does not only mean marches and 
demonstrations and protests against globalisation. 
Unfortunately, it also means a desperate downward spiral into 
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crime and chaos and all kinds of despair and disillusionment 
which, as we know from history (and from what we see un- 
spooling before our eyes), gradually becomes a fertile breeding 
ground for terrible things - cultural nationalism, religious 
bigotry, fascism and of course. terrorism.” 


lronically, even after all this, it is not necessary that the basic problems 
of the sector would be solved. This is clear from the experience of the 
power sector. For, there is no clear demonstration that privatisation 
can address the fundamental issues of the sector. 


These are not far-fetched apprehensions, but real fears based on the 
experience of the power sector in India and of water supply 
privatisation in other parts of the worid. 


Experience in Other Parts of the World 


As mentioned above, there have been large numbers of cases of water 
supply privatisation in Latin America and South-East Asia. The 
experiences of these cases largely support the above apprehensions. 


Unarguably, the most well known (notorious) case is that of 
Cochabamba already described at the beginning. But the story of 
Cochabamba does not end with the company being forced to leave 
the country. 


The company has now filed an arbitration proceeding in the 
International Centre for the Resolution of Investment Disputes 
(ICSID), a dispute resolution mechanism created by and located in 
the World Bank. Aguas Del Tunari / Bechtel is suing Bolivia tor 25 
million US dollars (Rs.s120 crore) for losses. The proceedings in this 
Centre are carried out in total secrecy and the common people, 
including people affected / to be affected by its decision have no say. 
Further, Bechtel has resorted to fudging to take its claims to this Centre. 
It has claimed itself to be a Dutch Company to take advantage of a 
Bolivia-Dutch treaty which invokes the [CSID in case of any trade 
dispute. Bechtel shifted its registration to Holland only alter the 
Cochababma concession was signed. In early Sept. 2002, several 
hundred organizations from all over the world wrote to the World 
Bank to conduct the proceedings of this arbitration in public, and 
allow the people of Bolivia to become parties to the proceedings. 
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Powerful and passionate demonstrations are taking place in many 
places to support this. Cochabamba is rapidly emerging as the symbol 
of the anger of people world wide against corporatisation, globalisation 
and commercialisation of a resource like water. 


Cochabamba is 
not an isolated 
case but an 
indication of 
what can happen 
elsewhere, 
anywhere. 
Major water 
privatisations 
have had to be 
cancelled, put 


— Li : fade ~~ 2 off or annulled 
An unambiguous message to the American Company from due to popular 
the people of Cochabamba. protests in 


Panama, Tucuman (Argentina), Lima, Rio de Janeiro and Trinidad.® 


Sometime back, the Asian Development Bank (ADB) — which is 
aggressively promoting privatisation of water supply in Asia— 
commissioned a case study of ten cities where privatisation of water 
supply has been carried out, or was planned. These included Metro 
Manila, Jakarta, Karachi, Colombo and others. [he findings of this 
study are quite significant.’ 


Its primary conclusion is that “the jury is still out” on the success of 
privatisation.” 


In most of the cities studied, the water rates went up. In Ho Chi Minh 
City, the rates went up by seven times. In some cities, serious conflicts 
developed between the Governments and the private companies over 
terms of the contracts. The study also states that: 


“One cannot help but conclude that most of the privatisation 
was driven by donors and contractors and not by consumers 
nor Governments looking for improved and more sustainable 
services.” 


lt further says: 

10S . “The jury is 
It is, however, amazing that in the 
development process we have jumped from 
developing country public water utility with 
no autonomy, to one with the foreign Privatisation.” 
private contractor and regulation. We never 

give the [public] utility chance to see how it would fare with 
greater autonomy provided by a regulatory body. Nor did we 
give the utility a chance to see how it might fare with a 
regulatory body and “domestic only” privatisation.” 


still out on the 


success of 


And, 


“Governments. utilities and consumers need to know more 
about other PSP |Private Sector Participation| options 
including the “Dutch” model and “domestic only” 
privatisation. They also need to realise that there are non-PSP 
options such as “regulatory body plus high tariffs plus low 
UFW* which can put the consumers in the driving seat.” 


Another research carried out by the International Institute for 
Environment and Development (IIED), London,* that includes five 
case studies (Abidjan, Buenos Aries, Cordoba, Mexico City and 
Manila) says: 7 


. It must be recognised that there are numerous examples of 
efficiently managed public water and sanitation utilities and 
developing countries...” 


Examples are cited of Ecuador, Chile, Zimbabwe and Botswana. The 
earlier quoted ADB commissioned study mentions Singapore Public 
Utilities Board as a model utility. 


The ITED study finds: 


“Firm empirical evidence of the relative merits of private and 
public management of the sector in the four case studies in 
terms of economic efficiency is limited.” 


Thus, it is clear from the experiences so far in other countries that the 
privatisation of water supply will lead to increased prices. There 1s a 
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need to study in detail other aspects like increase in access especially 
to poor households, quality and reliability of service and so on. What 
is equally important a conclusion is that there is no clear evidence of 
private sector being a better performer or a better option. Indeed, both 
the studies emphasize that unlike prevalent notions, there are numerous 
cases of efficiently managed public utilities. 


(See also the Annexure A for two case studies of Guinea and Buenos 
Aires — chosen by us as the World Bank and others describe these as 
successful cases) 


The Indian Scenario 


The privatisation of water supply in India is still in the early phase but 


is poised to take off in a big way. The number of projects at various 
stages of development are’ : 

Concessions (Tirupur, Vizag, Dewas, 
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B.U.0.1. 
waste projects. Only fragmented information is available. However, 
even this information indicates that all the issues seen in the 
gives some details of the initial examples of the privatisation attempts 
in India. Note that this chart is not comprehensive and may not indicate 


Service or Management Contracts 
Kakinanda, Hyderabad) 
There are about 40 water and wastewater projects and 70 odd solid 
experiences elsewhere will come up here. The chart at Annexure B 
latest status of some projects, as information available is limited. 


The projects which are in an advanced include the privatisation of the 
river Sheonath in Chattisgadh state, the contract for supplying water 
to Deihi from iehri dam via the Ganga canai, and the Tirupur project. 


Sheonath project is meant for supplying water to the industrial estate 


of Borai, near Durg city. In this project, a section of the Sheonath 
river has been handed over to Radius Water Limited, a company floated 


2 


by a local person Kailash Soni. Last year, he was given a “concession” 
to build a dam across the river, and has the full rights to the 23.6 km 
reservoir and the water collected behind it. He has monopoly rights to 
supply water to the industries around this area. Since the dam has 
come up, the villagers who used to fish in the river, who used the 
rivers ghats and depended on the river for other needs have no longer 
any rights to the same. It now depends entirely on the discretion of 
Soni. And he has used this to prevent villagers from access to the 
river. Local resentment is turning into opposition and a number of 
people’s organisations are planning protest actions. They are 
highlighting not only the take over 
of people’s rights, but also the 
longer-term __ issues. The 
< | Se "+ Chattisgadh Government now 
DME Jaa? a « 2 3 SHPPEY wants to privatise the water supply 

RR _ to the capital city of Raipur, and 
= Soni is among the frontrunners for 
a i apre-te of — this. Chattisgadh had contracted 
al eos ple. Ont the international consultants 


| . ‘Most, if the time I turn a blind eve 
fishing. 1 also let themt use 
na ai 


who have renee a position paper on water. This position paper 
recommends extensive privatisation of water in the state. 


In another case, a French company Degremont (partner of the water 
giant Suez), has been given the concession to take in water from 
Upper Ganga canal, to be taken in near Muradnagar (U.P.) and supplied 
to Delhi. This concession is for supply of 625 Million Litres per Day 
(MLD) waters. Significantly, the waters will be coming into the canal 
from the Tehri dam project.'° Work on the pipelines has already begun, 
and has attracted strong protests from the local people. Among other 
things, the people are protesting the diversion of huge quantities of 
water which they say will devastate their agriculture, already reeling 
under the impact of water shortages.'’ They have declared that they 
will not allow the pipeline to come up. 


Just these two cases show that water privatisation is set to raise a 
series of very serious issues in the country and is likely to lead to 
huge conflicts of the same intensity as those which the country has 
seen in the last two decades around large dams. 
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Influences on Policy of Privatisation 


Which are the agencies that are pushing the privatisation in the Indian 
context? 


As the ADB study has pointed out for other countries, in India too, 
the privatisation process is driven by donors and contractors and not 
by consumers or governments looking for improved and more 
sustainable services. 


The new water policy passed by the Government of India on Ist April 
2002 says: 


“Private sector participation should be encouraged in planning, 
development and management of water resources projects for 
diverse uses, wherever feasible. Private sector participation 
can help in introducing innovative ideas, generating financial 
resources and introducing corporate management and 
improving service efficiency and accountability to users. 
Depending on specific situations, various combinations of | 
private sector participation in building, owning, operating and 
transferring of water resource facilities, may be considered.” 


It is interesting to see how this policy has evolved. Last year the 
World Bank started to review its Water Resources Sector Strategy 
(WRSS). A draft was prepared which was circulated to several 
governments including the Government of India. This draft, as 
expected, lays great emphasis on the privatisation of the water sector. 
Commenting on this draft the Indian Executive Director at the Bank 
said: 


“_... This envisages a much more important role for the private 
sector than the evidence will bear out. Even the most developed 
market economies have an overwhelming preponderance of 
public providers of water and sanitation... .. the evidence seems 
to suggest more often than not, outright privatisation and 


concession of water supply schemes seem to end in 
farore ... /1 


This was in January 2002. However, by April, this caution was gone, 
and the above policy was adopted. Not only that, but large scale efforts 
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are on in the field to privatise various water supply schemes. This is 
only one example of the influence of the World Bank in the 
privatisation of water supply. 


In fact. a number of international financial institutions and bilateral 
donors including the World Bank. the Asian Development Bank 
(ADB), and agencies like the Department For International 
Development (DFID) of United Kingdom have been aggressively 
pushing the privatisation not just of the water sector but also of the 
entire economy in India. 


Asian Development Bank 


In January 2001, ADB approved its Water Policy. The policy de- 

scribes water as a “socially vital economic good” and will 

1) promote focus on water sector reforms across DMCs [Developing 
Member Countries of the ADB], 

2) foster integrated management of water resources; and 

3) improve and expand delivery of water services. 


As per the policy, water services delivery will be expanded through 
autonomous & accountable service providers, private sector 
participation, and public-private partnerships. 


Other significant portions of the ADB water policy include the 
following — 


1) Water will be reallocated through Water will be 


“markets of transferable water reallocated 
rights”, and to “high-value uses of through “markets 
waler "; 


of transferable 
2) On improving water services (for water rights”, and 
irrigation & urban water supply), the ty “h igh-value 
policy says that governments need eabeol water 
to modify their role from one of 
service provider to regulator”, and that “private sector 
initiatives and market-oriented behaviour are expected to 
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improve performance and efficiency”. 
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This policy is being pushed using conditionalities. The ADB says: 


“ADB’s policy ..... sets out a process for implementing water 
sector reforms as a ‘a prerequisite to new investments. To avail 
of ADB assistance, governments will need to adopt national 
water policies, laws, institutional reform, sector coordination 
mechanisms, and a national water action agenda.”'° 


Needless to add, the reforms talked about are privatisation and 
commercialisation. A large number of ADB’s loans now reflect this. 


DFID and Other Bi-laterals 


The British Government’s Department For International Development 
(DFID) is aggressively pushing and funding privatisation of the water 
sector in Orissa, M.P., and other states. It should be noted that Britain 
has some of the biggest water companies that are now eyeing the 
developing country markets. 


World Bank 


The World Bank’s Water Resources Sector Strategy'* clearly puts 
privatisation of WSS as a central core of the strategy. The March 
2002 draft of the WRSS states: 


“53. An overriding thrust of the World Bank sroups work on 

water and sanitation is to ensure that the poor gain access to 
safe, affordable water supply and sanitation services by 
reducing costs and facilitating the entry of alternative service 
providers. 


“54 A central part of this thrust is to stimulate the development 
of financially sound, operationally efficient, consumer oriented 
water and sanitation utilities. This includes:.... building 
commercially oriented and customer focused utilities to ensure 
sustainability of service: strengthening government capacity 
to contract service provision to private parties; balancing 
remuneration with allocation of risks; increase 
creditworthiness of water providers to enhance capacity to 
mobilise financing for long-delayed investments in 
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rehabilitation, upgradation and expansion: gradually raising 
average tariffs to cost reflective levels 
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In other words, the full package of privatisation. As per the same 
document: 


“An important emphasis in recent years has been growing 
World Bank and | F.C. support for private sector involvement 
in the provision of water and sanitation services, with about 
40 percent of current World Bank funded urban water and 
sanitation projects involving some form of private sector par- 
ticipation.” 


In India, the World Bank has brought out a series of tive publications 
on different areas of the water sector. Ostensibly, these are the outputs 
of a joint review of the water sector by the World Bank, Government 
of India and some bi-lateral donors. ‘lhe reports on Urban Water Supply 
and Sanitation, and on Rural Water Supply and Sanitation '° are 
nothing but a blueprint for a complete overhaul of the sectors to 
commercialise and privatise them. 


The World Trade Organization and the GATS 


The influence of the World Bank and the ADB pales in front of the 
enormous role that the WTO and its General Agreement on Trade in 
Services (GATS) is likely to play in privatisation of water supply and 
sanitation. 


The World Bank and the ADB, even while aggressively pushing for 
privatisation, including use of conditionalities attached to assistance, 
are still working within the boundaries of the concept of sovereign 
nation states. They maintain that their policies evolve from the 
Governments themselves and are not thrust upon anyone. Writing the 
preface of the World Bank’s Rural Water Supply And Sanitation report 
for India!’ . John Williamson, Chief Economist. South Asia Region. 
World Bank, has this to say: 


“It was refreshing to witness the way in which the report's 
main themes aiready seemed to be owned by the Indian 
participants. One could hardly envisage a starker contrast with 
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the stereotypical view of how the Bank first decides what 
should be done. then imposes this decision via conditionality, 
and finally relies on the government to force acceptance on an 
unwilling populace. Even though this stereotype is just that, 
and not a picture of how the Bank usually operates...” 


In theory at least, the World Bank, the ADB grant the Governments 
the right to refuse any condition. Moreover, they still maintain that 
what they are doing is for poverty alleviation, and for promoting 
development. For example, the World Bank’s Private Sector 
Development Strategy document!” , dated April 2002, starts by saying: 


“Private sector development (PSD) is about promoting growth, 
reducing poverty and helping people improve their quality of 
life.” 


The WTO makes no such pretences. This is how the WTO describes 
itself - in the very opening sentence’® : 


“In brief, the World Trade Organization (WTO) is the only 
international organization dealing with the global rules of trade 
between nations. Its main function is to ensure that trade flows 
as smoothly, predictably and freely as possible.” 


The WTO is out and out about promotion of trade and removing every 
obstacle!’ to free trade. Even if these obstacles consist of national 
laws and policies of democratically elected Governments, the 
fundamental rights of the community and citizens or legally binding 
international conventions signed and ratified by large number of 
countries. 


It is this ruthless power of the WTO that is now being brought in to 
push privatisation of water supply. The General Agreement on Trade 
in Services (GATS) is that part of the WTO which deals with services. 
An expansion of the GATS is currently under negotiation. As a first 
step, all countries were supposed to present to all others, the service 
sectors that they would like to be opened up for trade in the latter 
countries, and which of the laws and regulations they see as obstacles. 
This was to be done by 30 June 2002. By March 2003,”° the countries 
are to indicate which sectors they themselves are ready to open up in 
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return what they have asked. All this information is, of course. secret. 
This is what a civil society web site has to Say about GATS?! : 


“The existing GATS regime of the WTO. initially established 
in 1994, is already comprehensive and far-reaching. The 
current rules seek to phase out gradually all governmental 
barriers to international trade and commercial competition in 
the services sector. The GATS covers every service imaginable 
including public services in sectors that affect the environment, 
culture, natural resources. drinking water, health care, 
education, Social Security, transportation services. postal 
delivery and a variety of municipal services. Its constraints 
apply to virtually all governmental measures affecting trade 
in services, from labour laws to consumer protection, including 
regulations, guidelines, subsidies and grants, licensing 
standards and qualifications, and limitations on access to 
markets, economic needs tests and local content provisions.” 


What this implies is that under the GATS negotiations currently 
underway, any and all Government guidelines, policies and laws that 
tend to obstruct “free trade in services” will be restrained and indeed 
will have to yield to W1O directives and provisions. ‘his would in 
effect mean annulling Government laws and regulations. 


Necessity Tests 


What would be the kind of restraints that GATS can place on 
Governmental regulations? One of the key proposals is the so called 
“necessity test”. Under this test, the WTO will evaluate whether a 
national law or regulation (that can even potentially restrict trade) is 
really “necessary”. This will first mean that the objective of the said 
law should be accepted as “legitimate”. Then, the burden of proof 
will lie on the Government to show that the law is “necessary” and 
| that there is no other way to achieve the 

The WTO willevaluate “objective”. The criteria for determining 
whether a national law the necessity is that it should be “least 
or regulation is really burdensome”. Least burdensome not to 
“necessary”. the people of the country, but for trade. 
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And who will adjudicate on this? Not any Court of law, or Parliament, 
but the trade dispute panels of WTO, where common citizens and 
communities will have no right of access or hearing, and whose 
proceedings are secret. This is nothing but a clear usurpation of the 
sovereignty of the nations, and the right of the people to self- 
determination. 


Of course, the necessity test is still a proposal in GATS, but it already 
exists in other WTO agreements, and other free trade treaties like the 
NAFTA (North American Free Trade Agreement). One of the 
challenges under the necessity test in NAFTA is indicative of how 
this will work. This is how the case is described by a journalist. 


“The State of California banned the gasoline additive MBTE 
because it pollutes groundwater. The Canadian maker of the 
additive has sued the United States under NAFTA on the 
grounds that banning the chemical was not the “least trade 
restrictive” choice for stopping groundwater contamination. 
California could have, the Canadians argue, chosen to dig up 
and repair thousands of gas station holding tanks and 
established a giant new inspection system. Wihiie the cost of 
the alternative, running into billions of dollars, could 
effectively force California to back away from protecting its 
groundwater, it would permit Canada to continue to export 
the contaminant. California is fighting Canada’s interpretation 
of the necessity test before the NAFTA disputes panel. But 
under the language proposed for WTO the State would have 
no defence.” 


If the GATS proposals go through, an even more stringent form of the 
necessity test than NAFTA will be applicable. and will severely cripple 
the Government's ability to regulate the (water) sector. When even 
the Parliament’s writ will be open to challenge, where is the question 
of the rights of the gram sabha or the panchayat or the local bodies 
under the 73“ and 74" amendments? 


National Ireatment 


The imposition of the WTO's National Treatment rules will mean 
that all the foreign companies will also have to be treated on par with 
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local companies. This would imply that Government funds allocated 
for public services would have to be made available to MNCs also.” 


Unlimited Market Access 


GATS will force the Governments to grant unlimited Market Access 
to foreign service providers without regards for the social or 
environmental impacts. Today, we can at least discuss issues like 
whether privatisation / opening up the sector to foreign companies 
should be done or not. These GATS proposals will render all such 
discussions redundant. 


Water Related Proposals in GATS 


As mentioned above, by 30 June 2002, all countries had to give their 


proposals about which sectors they want ci 2 ea 
other countries to open up. A series of the HT ca eee 
confidential documents, prepared by the show that the 


European Commission for the WTO 
ae : Bee : European Union 

negotiations on liberalisation of trade in 4, k all 

services (GATS 2000) have been recently EEE (Oates 

leaked out. The released documents contain WTO member states 

the requests that the European Commission to open up the 

is proposing to make for removing or water sector for 


adapting laws and regulations that restrict international 
trade in services in 29 WTO member states, c comp Sire 
including the US, Japan, Canada, MeXico, possesses: 


Brazil, South Korea and India. The leaked erence show that the 
European Union intends to ask all WTO member states to open up 
the water sector (including water collection, purification, distribution 
and waste water treatment) for international competition. In WTO 
services talks, the European Commission negotiates on behalf of 
fifteen EU (European Union) member states.”° 


It is not a surprise that the biggest water services multinational 
corporations are from these countries. It should not be surprising either 
that while the civil society, NGOs and public at large have been kept 
out of the process of preparing these proposals, the industry has had 
easy and regular access to the process. 
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GATS is providing a big impetus for pushing the privatisation of water 
and future negotiations are critical. There is some dispute as to whether 
water supply services are to be included in GATS or not. Some 
observers say that since these are not specifically listed in the GATS 
sectoral classification list (called W/120 in WTO parlance), water 
supply should not be a part of GATS. Our interpretation is that the 
definition of “service” GATS is so wide ranging that water supply 
will certainly come under it. In any case, sewage, refuse disposal and 
sanitation services are already included under the environmental 
services. Further, the sectoral lists include an item called “other services 
not included elsewhere”, which make the list all-inclusive. The 
negotiations themselves seem to have settled the matter since the 
European Union has specifically asked for the opening up of the water 
sector in India and other countries. 


However, what is a matter of concern is that India is opening up many 
sectors and liberalising many of its laws and regulations to the levels 
demanded by the WTO, even before it is compelled to do so by the 
WTO itself. In other words, the Government of India is pre-empting 
the WTO in opening up sectors like water. The worrying part of this 
is that this will greatly undermine its bargaining power in the WTO / 
GATS negotiations. 


What is the Driving Force 


What is the driving force behind all these efforts to push privatisation? 
[t is the huge money and profits that are to be made in the sector. 
According to the World Commission on Water (WCW), the current 
level of investment in the water sector in developing countries is about 
US $70 billion per year (including $17 billion for Hydro, $28 billion 
for water and sanitation and $25 billion for irrigation). This, according 
to the WCW needs to be increased to $180 billion to ensure water 
security by 2025. This means that the annual investments today are 
about Rs. 134400 crore rupees, and need to be increased by two and 
half times. This also is an indication of the profits in the business. 


Others estimate the worldwide water services business to be worth 
about | trillion US $ annually”’. Some even suggest that this figure is 
as much as 7 trillion dollars.** Whatever may be the exact figure - it 1s 


2 ee 


hat the market is huge. 
clear that the uge The GATS is not 


The estimates for India are as follows just something that 
According to the joint report of the World Bank, &*ists between 
DFID and Ministry of Urban Affairs and G0vernments, It is 
Employment, Gol,” estimates of investments [i¥st and foremost 
needed to upgrade the urban water and sewerage 44 instrument for 
services in the coming years are very large, the benefit of 
ranging up to Rs. 30200 crores per annum at P4SINeSS, and not 
1996-97 prices over the Ninth Plan period. only for USsIness iM 
(1997-2002). general, but for 
individual services 
For the rural water supply, a similar joint report companies wishing 
estimates that: to export services or 
to imvest and 
operate abroad, 


“Total capital investment requirements, to 
fully cover rural populations and restore 
functionality (i.e. repair or rehabilitation) Ee fy 
of distressed schemes, are estimated to guropean Commission —Y 
“nfo-Point” on World 7 
range from Rs 17,000 crores to Rs 20,000 Kise is ics a 
crores as a lower bound.... An estimated tip /gats-info 0 inl 
Rs 2900 crores is required annually to #8 gg 
fund the appropriate level of operations 


& maintenance in the sector. “” 


This market of many thousand crores, plus the annual profits to be 
made is what the MNCs are eyeing. 


Public Funds, Public Risks, Private Profits 


dowever, it should be pointed out that the private companies are not 
lecessarily ready to bring in the huge sums of money — though they 
ire more than eager to get to the huge profits. Those familiar with the 
ower sector in India will know that much of the so called privatisation 
rom 1991 onwards was actually funded with public money, either 
hrough Indian or International public financial institutions, or with 
ational publicly funded financing and guarantee mechanisms like 
xport Credit Agencies. The logic at work has been simple — let the 
ublic money fund the projects, let the risks be public, but the profits 
“ill go to the private companies. The same story is being repeated in 
1€ water sector. 
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The World Bank itself is clear on this. In its Water Resources Sector 
Strategy draft of January 2002 this is what the World Bank has to say: 


“What is equally obvious is that the private sector cannot (and 
will not) “go it alone” when dealing with water resource 
infrastructure, for several reasons....”. 


These reasons include: 


“The long payback period for most water infrastructure do 
not “fit well” with capital markets in which maturities are 
typically short. There is, accordingly, a need for the use of 
guarantee mechanisms so that long-term money is available.” 


It then goes on to say how the various wings of the World Bank should 
provide funds for this. An interesting sidelight is that the next draft of 
the WRSS changes completely the wording so as to make it less 
obvious and more palatable. 


This draft (of March 2002) says: 


“ — ynder current conditions the private sector will play only 
a marginal role in reducing “the water infrastructure financing 
gap”. To increase the market for private sector participation 
there is a need to develop a more collaborative public/private 
partnership approach to private sector participation, an 
approach in which the World Bank has a major role to play.” 


An interesting speech by J.F. Talbot, Chief Executive of SAUR, one 
of the biggest water services company makes the situation starkly 
clear?! This speech, delivered by him at the World Bank in Feb. 2002, 
is nothing but the whining of MNCs in aid of further concessions. He 
complains of the trends in water privatisation in the world, among 
other things — 


“An emphasis on unrealistic service level 
“Unreasonable contractual constraints 
“Unreasonable regulator power and involvement 


“Attempts to apply European standards in developing countries 


“The demand for “connections for all” in developing countries” 


Then, he talks about the “business impacts of these trends” — 


“Private balance sheets ... getting overburdened........ 


“.... Aggressive competition, forcing prices down to dangerous 
levels”. 


As a result, he says — 


“..... Private water business is being forced toward a limited 
market.... in the developed world, to the great loss of the poor 
in the developing world 


“he water business needs to be made more attractive to gain 
more investment...” 


The solution according to him? 


“...(S)ubstantial grants and soft funding are unavoidable to 
meet required investments ieveis 

“Risk has to be re- balanced between the public and private 
sectors and adequate cover found 

“Service levels need to be adapted to the local context.” 


In short, the solutions mean that the risk will have to be taken by the 
public sector, service levels will remain poor and yet the private 
company will demand soft loans, grants — to take home handsome, 
assured profits. 


So, what the private sector and its defenders like the World Bank are 
Saying is - right now the costs and risks are too much for us, so please 
make sure that there are public funds available and the public 
(agencies) take up all the risks, and we will take the profits. This is 
the real meaning of the PPP (Public Private Partnerships), a word 
much in vogue now-a-days. 


Conclusion 

As the experiences in other parts of the world show, the consequences 
of privatisation of water suppiy in india are iikeiy to be grave. Some 
of these are already being seen in the initial phase of privatisation in 
the country. 


The biggest impact will be borne by the poor, who will be thrown out 
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of the reach of the commercialised water services. The World Bank 
Water Resources Strategy Paper (March 2002 draft) gives an ominous 
‘ndication of what would happen. It says: 


in case after case reformed utilities ...( will ) push for 
market-based rules for facilitating the voluntary temporary or 
permanent transfer of water rights from low-value to high- 
value users..” 


Let us remember that high value uses in a country like India would 
include sugarcane farming, water parks. golf courses etc. Drinking is 
of course a low value use of water. 


The other serious impact will be on the sovereignty of the country. 
community and citizens as a handlul of MNCs take control! of this 
vital resource of the country. 


In face of the enormous international pressures, there will be no space 
left for the possible alternative mechanisms— like community 
controlled and run water supply — of assuring adequate and reliable 
water services. 


It is amoot point whether the MNCs will be accountable to the people 
of this country and the implications of this for issues like access to 
basic services of drinking water, environmental protection, water 
quality and public health. 


What is of equal concern is that with the tightening grip of WTO. 
even legislations of the Parliament, rules and regulations framed by 
the executive and the policies prepared by Governments will not be 
able to regulate the sector in face of the demands to “free trade of all 
barriers”. In such a scenario, the local self-Government and devolution 
of decision-making powers envisaged by 73 and 74" Amendment 
will be rendered redundant. 


Looking at all this, the conclusion is inevitable — privatisation of wate 
services must be stopped immediately, and a wide and comprehensive 


debate that includes all possible alternatives should be started in th 
country. 
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TWO CASE STUDIES OF PSPs IN OTHER COUNTRIES 
Case Study One : Guinea 


Taken from Urban Water Supply and Sanitation, World Bank 1999 


Our comments are in [brackets]. Rest are mostly verbatim quotes from 
the original reports 


Relevance of Case Study 


The World Bank has selected this case study in its document for three 
reasons. The three reasons given by the Bank are: 
It is a comparatively well-documented example of lease con- 
tract that is seen to be successful 
The contract was successfully designed to overcome a number 
of potential problems. 
The World Bank played a key role in the letting of the lease by 
providing a time bound declining subsidy to the operator. 


Key Facts 


Until the late 1980s, Guinea had one of the least developed urban 
water supply sectors in West Africa. Water service coverage was 
low, with less than 40 percent of the urban population having access 
to pipe water supplies. Supplies were frequently unreliable. Levels 
of unaccounted-for-water were high and other indicators of 
performance of poor. Tariffs failed to cover operating and debt service 
costs. Consequently, the state utility was unable to finance the 
necessary investments to expand service coverage and improve the 
quality of service. 


Two main obstacles to private sector participation were perceived to 
be 


° The private sector was assumed to be unwilling to make 
significant investment commitments in a country with no 
experience of PSP in water sector 
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° At the time of letting the contract, tariffs were significantly below 
cost recovery levels and increasing immediately was unfeasible. 


In response to the first of these obstacles, the Government decided to 
let alease contract covering urban water services. The second obstacle 
was overcome by the provision of an International Development 
Association (IDA) loan. This covered the difference between tariff 
revenues and costs in the initial years of the lease, and declined as 
tariff increased towards cost recovery levels. [In short, the country 
had to take a loan from the World Bank to subsidize the services of 
the private sector. | 


The lease was given to a company called Societe d’Exploitation des 
Eaux de Guinee (SEEG), jointly owned by the State and a private 
foreign consortium formed by French water operators Compagnie 
Generale des Eaux and SAUR (51%). 


Performance of the PSP 
Table A1.6.4 Performance Indicators Before and 


After PSP in Guinea 


Before PSP | After PSP 
— (1988) (1995) 


16500 33500 


Proportion Of Population 40% 52% 


With Access To Safe Water 
ie 


Production Capacity 

(Million Cubic Meter Per Annum) 

Unaccounted-For-Water 40% 
Metering (proportion of all connections) 5% 95% 
Financial Performance Ee 
Average Tariff (US$/CuM) | 0.12 | ia. 


Operating Costs/Operating Revenues 122% 71% 


Parameters 


Physical Performance 
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Some Additional Facts 


’ Tariffs have increased by 650%. 


. High tariffs have also led to almost a third of connections 
(10,000) becoming inactive as a result of non-payment. 
[Emphasis added] 

. The new tarifflevel is extremely high in both developing country 
terms, and related to developed countries. Domestic customers 
in Guinea are estimated to face average bills that are higher 
than those in Milan, Paris and London. This increase has led to 
30 percent of connections becoming inactive. 


[This is the case of what the World Bank calls a “ lease contract that is 
seen to be successful”. For more details, refer to the original 
publication. Except for the comments in brackets, all the above are 
almost verbatim quotes from the original document]. 


Case Study Two : Buenos Aires 
1. From World Bank Report 


Taken from Urban Water Supply and Sanitation, World Bank 1999 
Our comments are in [brackets] 


[BA water supply privatization is presented by the Bank and others as 
success story. Hence we have decided to include this as a case study 
here. ] 


Relevance of Case Study 


The World Bank report cites the following reasons for the relevance 
of the case study. 


= Itis the largest developing country concession contract to date 

= The PSP has been successful in improving services in Buenos 
Aires 

= It provides a good example of the way in which the regulatory 
body can be created to interact with the concessionaire. 
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Some Basic Facts 


= The operation of the water supply and sewerage systems of 
the large Buenos Aires metropolitan area was transferred in 
May 1993 to a consortium of private foreign operators and 
local investors on the back of 30 year concession contract. It 
is the largest private water and sewerage concession in the 
world to date. 


= Aguas Argentinas is the company that holds the concession. 
This is in turn wholly owned by a private consortium led by 
Lyonnaise des Eaux and partners (50.4%), local investors 
(39.6%) and company employees. (10%) [Later, in 1994 5% 
stake has been picked up by the IFC, the private sector funding 
arm of the World Bank] 


= A state-owned independent regulatory agency called ETOSS 
regulates the sector. 


Rationale for PSP 


= Before privatisation water and wastewater services in Buenos 
Aires were managed by the public sector company OSN. 
Under the OSN, the sector was heavily subsidized and 
inefficient; and the quality of services provided was of a low 
standard. 


= Key problems included 


» Service coverage was limited, and investments needed to 
finance any significant expansion coverage where massive. 

» Unaccounted-for-water was high, reaching estimated levels 
of 45% 

« Most residents were not metered and 

« Estimated water demand was in the high range 

» OSN was over staffed, employing 8000 people giving a 
ratio of 8-9 employees per thousand connections, compared 
with a ratio of 2-3 for an efficient water company 


* sewage was returned to the water cycle effectively un- 
treated. 


= Bidders for privatisation were required to bid a proposed watet 
rate to meet a set of defined water and efficient quality 


parameters, and also to meet various performance targets for 


service Coverage, sewage treatment and the rehabilitation of 
the network. 


The winning bid was 27 percent below the current water rate 


Performance 


Experience to date has been largely favourable. 


Coverage of both water and sanitation services improved 
markedly over the procedures, and additional 570,000 of the 
city’s inhabitants having been connected to the water system 
(9.0 % increase) and additional 340,000 inhabitants to the 
sewerage system (6.4% increase) 


For the first time in many years, BA did not experience water 
shortages during the summer months of peak demand 


40,000 meters were installed in the first year for large non- 
residential consumers. Also, 125 km of water distribution 
pipes were laid, 2600 valves rehabilitated, and 1000 km of 
sewage collection pipes cleared. 


A major achievement was the increased staffed efficiency. 
From ratio of 8-9 employees per thousand connections the 
operator is fast approaching a ratio of 2-3 per thousand 
connections 


The regulator granted an extraordinary price increase of 13.5% 
in July 1994, due to unexpected cost increases. ....It is possible 
that, had the price increase been reduced, the viability of the 
operator could have been in jeopardy. This increase, coming 
soon after the letting of the concession, provoked significant 
protests. However even after this increase, the water rates 
were still 17 percent lower than the OSN rates before the 
concession. [A footnote, in fine print, adds - “The price 
reduction is not quite so impressive when one includes the 
8% rise just prior to the call for bids. In this case, the price 


reduction is 10 percent” 


We add the following from a Study by the International Institute for 
Mvironment and Development’ ] 


pH 


il. From WED Report 
The Impact Of Privatization 
Privatisation has resulted in significant improvements, in particular 


= Increased investment capacity and cash flow essential for a 
new expansion in the sector and for rehabilitation and 
maintenance of the existing infrastructure 


= Incremental rehabilitation of potable water and sewerage 
systems which were on the brink of collapse 


= Theconstruction of the Northern Waste water treatment plant 
which will treat the domestic effluents from the municipality 
of BAMA’s Northern zone 


= Access to services for 110,000 people residing in the villas 
miserias (squatter settlements) and low income and other 
disadvantaged neighbourhoods has been provided through the 
use of various technological and institutional innovations based 
on participation of the communities, local governments, non- 
governmental organisations, and other grassroots organizations 
[see later comments of PSI] 


= Rates remain below their pre-privatisation levels. [See the 
data from the World Bank document given above] 


= Improved service quality, in particular, the quality of water 
distributed. Standards for turbidity, bacteriology, and free 
chlorine comply fully with international standards 


= A significant reduction in the level of water loss (from 45% at 
the start of the concession to less than 35 percent by the year) 


Problems Areas 


= Many disadvantaged neighbourhoods in the zones outside of 
the area currently serviced will only receive services in 10, 
15, and even 20 years 


= The present contractual scheme prevents the implementation 
of non-traditional solutions or those designed to expedite 
expansion of services 


i 


*" In BAMA., water and sewerage services are provided 
separately, and the latter are still not as prevalent as the former 


* Although the tariff structures are equitable, they provide no 
incentives for expansion to disadvantaged areas or for efficient 
water use 


* The initial system connection charge was $600 per family for 
water and $1000 dollars for sewerage - unaffordable for low- 
income family. In light of the inequities in access to formal 
systems and high initial costs of connection, many poorer 
families decided not to connect to services. Clearly the Buenos 
Aires concession was not designed for the bulk of the 
expansion to be in areas in which there is a high proportion of 
poor residents. The inability and unwillingness of households 
to pay the charge has led to considerable financial shortfalls 
on the concessionaire. The situation reached a crisis in mid- 
1997, leading to a reformulation of the expansion rules (decree 
1167/97) and elimination of infrastructure charge. Under the 
new system, charges for new connections, which had been 
paid by each user, were replaced by universal service charge 
to be levied on all network users. 


lll. Latest Situation Based on the Report of David Hall? 


# The expansion was financed mainly through the charges raised 
from the users themselves through the universal service charge 
and the company had to raise only a small sum, which its much 
maligned predecessor, the public sector OSN too could have 
done. 


= As for the barrios, the economics of the extensions to the 
barrios were simple, as laid down by Aguas Argentinas at a 
meeting with community representatives: “Aguas Argentinas 
presented a budget for the construction of the networks in 
each settlement, divided into three items: technical assistance, 
building materials, and labour. The utility could take 
responsibility for the first item, including training for 
specialised labour, and proposed that the community provide 
the labour and look for ways to obtain the materials (e.g. from 
the local government). ”’ 


» The four barrios involved in the main experiments did get 
water supply, which was a dramatic improvement of living 
conditions — no other barrios had been connected before. 
However this can now be seen in a context of political 
initiatives from municipalities, with a private company which 
did not adjust its profit-maximisation policies, mobilising 
resources of free community labour, municipal goods, and 
public cross-subsidy. This may appear to be a success despite, 
not because of, the involvement of the private sector. 


= Under-achievement on extensions, over-achievement on 
profits 


Aguas Argentinas: extensions of service as % of targets 


(excluding regularisation of illegal users) During The First 
Five-Year Period 


43.2% 


With respect to the original bid 
With respect to Resolution ETOSS No 81/94 | 52.0% 
With respect to Decree No 1.167/97 61.0% 


Source: Economy and Technology Department, FLACSO-Argentina on the basis of the History 


and Balances of Aguas Argentinas S.A. and information from the Users’ Committee of 
ETOSSS. 


Profitability rates for Aguas Argentinas S. A. 1994-2000 
(post tax profits as percentage of net worth) 


1994-2000 


Source: Economy and Technology Department, FLACSO-Argentina, on the basis of the 
History and Balances of Aguas Argentinas S.A. 
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This compared with an average rate of return of 4.5% over net worth 
of the two hundred biggest corporations in the Argentine economy. 


Further, 


= The water concessions were based on protecting the 
multinationals, so that prices [water tariffs] were indexed to 
the US dollar. With the collapse of the Argentinian economy 
at the end of 2001, however, that indexation is no longer 
sustainable. 


« The peso has fallen to about 2:1 with respect to the dollar, 
from the initial 1:1 parity. This means that the debt in dollar 
may have remained the same, but in pesos it has gone up by 
100%. The company is demanding that the Government absorb 
the exchange fluctuation, which will be a huge burden on the 
Government since the current debt of Aguas Argentina is 
$672 m.[This would mean that in effect, even though there 
has been no change in the infrastuture or working expenses, 
the tariffs would stand doubled at one stroke, if the consumers 
have to bear the burden. This “risk of foreign exchange rate 
fluctuation” is a regular feature of most privatized contracts — 
whether water or power] 


IV. From Press Reports 


Reports in the press indicate that due to the crisis, all investment work 
by the company has frozen. Since the installation of the sewers has 
not kept pace with the water supply, there are number of localities in 
which the sewage is flooding the basements, and the streets.* 


NOTES 

' Private Sector Participation in Water Supply and sanitation: Realising Social 
and Environmental Objectives in Buenos Aires, Sergio A. Mazzucchelli, Martin 
Rodriguez Pardinas and Margarita Gonzalez Tossi; in Private Firms and Public 
Water, Ed. Nick Johnstone and Libby Wood, ITED; Edward Elgar, USA 2001 


2 The Water multinationals 2002- financial and other problems, David Hall; Au- 


gust 2002 
3 As Multinationals Run the Taps, Anger Rises Over Water for Profit, By JOHN 
TAGLIABUE; New York Times; August 26, 2002 
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ANNEXURE-B 
Privatisatior 


Name of City/ Type of 
State PSP 


EE : Domestic _| Thames Water / U.K. 


Some unnamed French 
2. | Bangalore Domestic companies 
and 


Tirupur (T.N.) Domestic 


4. | Dewas (M.P.) B.O.T. 
5. |Maksi (MP.) 


Solid Waste 
Haldia (W.B.) B.O.T. 


Disposal 
Management 


44 


Company / 
Country 


Multiple- 
Industrial Bechtel 
IL&FS and 


TEA and TACID 


Sangli-Miraj 
(Maharashtra) 


Kerala Urban and 
Rural Water 
Supply Project 


sanitation 


roject in India 


Reference Features 


Cost Rs.1200 Crores 
Recovery through 
water charges and 
land development. 


Initial talks held in April 
2002. Current status not 
clear. However, a huge ADB 
loan is under discussion for 
Indore Municipal 
Corporation and is sure to 
invovie water privatisation. 


Dainik Bhaskar:19.4.2002 


Dainik Bhaskar:19.4.2002 (2) 


A) Dainik Bhaskar:19.4.2002 (2) 
B) Privatisation of Water: Some 
for All or All for Some : 
Vandana Shiva and Radha 
Holla, Navdanya / RFSTE 
C)Personal Communication 
D)Some news reports 


Ongoing 
Tenders called for 
consultants to develop 
concession agreements, bid 
documents etc. 
Subsequently, bids called 
for pre-qualifying parties for 
BOT contract. 


A) ET 21 April 02 
B) ET 10 Sept. 2002 


A) ET 21 April 2002 
private investment. 
Only at stage of 


TOI 7 June 2002 Indo-USAID project 
calling for 


likely to develop into 
ET 31 May 2002. JBIC funded. 


Tenders called for 
consultants to develop 

concession agreements, bid 
documents etc. 


Invitation for Expression of 
Interest 


Initially Mangement 
Contract, then 


Advertisement for 
Qualification of Contrators 


JBIC funded. Ads for 
consultants to prepare 
projects. 


consultants. This is 
privatised project. 


Water & 
Privatisation 


Company / 


Name of City/ 
Country 


State 


Type of 
PSP 
Jamshedpur Domestic Vivendi / France 


10. | NOIDA (U.P.) Uncertain 


Service Solid Waste 
Contracts Disposal C.E.S. Onyx 


Uncertain Multiple 


46) 


Karnataka State 


12. | Chennai 


13. | Chattisgadh State 


sanitation 


rroject in India 


ET 14 May 2002 


ET 13 May 2002 


TOI 19 April 2002 


A) Trashing Water is Good 
Businees for Water 
Companies, Nityanand 
Jayaraman, CorpWatch India 
25 March 2002 and 

B) Personal Communication 
from citizens 


Report prepared by 
PriceWaterHouse Coopers. 
Report available on the web. 


Installation of 
system for onsite 
Disinfection of 
water. 

Is not clear whether 


the company is to run 


it also. Tender Document floated. 


Rural Water Supply 
project-Jal Nirmal-in 
11 districts. Funded 
by World Bank. 
Intends to develop 
“demand responsive 
participatory” water 
delivery schemes. 
Looks like 
privatisation. 


Ad for inviting NGOs/ Firms 
for acting as Support 
Agencies. 


Garbage and street 
litter disposal. Onyx 
is part of Vivendi. 


PriceWaterhouse 
Coopers has 
prepared a 
Infrastructure 
Develoment Action 
Plan advocating 
large scale 
privatisation and full 
scale “sector 
reforms’. 


Water & 
Privatisation 


Company / 
Country 


Name of City/ Type of 
State PSP 


Boria Industrial 
Estate, Durg, Radius WaterLimited / 
14. | Chattisgadh Concession Industrial India 
5 | Mé& I: 
Municipal 
and 
15. | Karnataka State Uncertain Industrial 


fe Ee: 


F ; Degremont (Partner of 
18. | Delhi Concession Domestic Suez) / France 
48) 


Service 
Contract Sewarage 


anitation 
roject in roject inIindia 


lia: 


Privatisation of Water : Some 
for All or All for Some : Vandana 
Shiva and Radha Holla, 
Navdanya / RFSTE 


Concession includes 
right to build a dam 
on the river (already 
done), monopoly 
rights of supply, and 
full rights to the 23 
kms of the river 
converted to 
reservoir. 


ADB project 
“Karnataka Urban 
Development and 
Costal Environment 
Management 
Project” in 3 
districts. Involves 
water supply 
privatisation. 


Privatisation of Water : Some 
for All or All for Some : Vandana 
Shiva and Radha Holla, 

Navdanya / RFSTE 


Reports suggest that 
Privatisation has been 
halted. 


Water Supply and 
Sewarage 


70 sewarage 
pumping stations 
operated and run by 
private sector. As 
also sourcing of 
water in wells. 


A) Privatisation of Water : Some 
for All or All for Some : 
Vandana Shiva and Radha 
Holla, Navdanya / RFSTE 

B) Urban Water Supply & 

Sanitation, World Bank 1999 


Water intake from 
Upper Ganga canal 
(Tehri waters) to be 
taken in near 
Muradnagar (UP) 
and supplied to 
Delhi. 625 MLD 


A) Paper by K. Jalees, 
Navdanya 

B) Presentations at Conference 

organised by Navdanya and 

RFSTE , New Delhi 10,11 Aug. 

2002 


Construction on. Being 
strongly opposed by locals 
and others. 


Water & 
Privatisatior 


Company / 


Name of City/ 
Country 


State 


5 : Service Solid Waste 
19. | Rajkot (Gujarat) Contracts Disposal 


Ahemdabad Concession IL& FS 


Vishakhapatnam ome 
Kakinada Concession | 


Hyderabad age Ss 


Sates 
— 


anitation 


roject in India 


Reference 


Contracting out with 
a purpose of 
“rationalisation of 
labour 
management”. 
Impact on cost and 
service performance 
needs to be 
evaluated. 


Urban Water Supply & 
Sanitation, World Bank 1999 


Escrow facility 
linked to octroi 
collection. Initially 
privatisation of 
management in a 


IL & FS was developing 
financial package combining 


part of the city. market borrowing through 

A) Urban Water Supply & USAID-FIRE municipal bonds. Financial 
Sanitation, World Bank 1999 | project. Cost Rs. closure is supposed to have 
B) Personal Communication 600 Crore. been reached in Dec. 2001. 


= i 
ae 


Personal Communication 


Personal Communication 


Personal Communication 


Growth in Corporate Private Sector Participation in Water Supply 


The level privatisation is still very low at about 5% of population served, 
and variable between regions (see table below). However, the rate of 
privatisation is increasing. From 1984 to 1990, total private capital 
expenditure in water supply and sanitation (WSS) in developing countries 
was about $300 million. This rose to $25 billion between 1990 and 1997 
and, by 1997, a total of 97 private sector WSS projects had been implemented 
in 35 developing countries, with concessions as the most popular form of 
implementation, in terms of number and size of investment (Johnstone & 
Wood, 1999). 


Water and/or Wastewater Services Provided by the Private Sector 
Region Population served | Proportion of total 

(million) of population (%) 

Co ee ee 


21 
Global total 289 


(Owen, 1998) 


From: WCD Thematic Review : Options Assessment IV.3 : Assessment of Water 
Supply Options, Sutherland D.C. and Fenn C.R. (WS Atkins Consultants Ltd) - 
With contributions from: J. Gould, J. Lane, A.O. Lambert, P. Turton, M.A. Dickinson 
and G. Preston; Prepared for the World Commission on Dams; Nov. 2000. 
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Jargon Associated with Privatisation of Water 


Every sector has a jargon which is used by the “regulars” in the sector 
It is necessary to understand these “specialized words” if we are to 
understand the developments and nuances in the sector. It is even 
more important to understand the real meanings behind the words, 
for example in case of the language used by agencies like the World 
Bank. Jargon is often used as a nice way of saying bad things. 


Given below are some of the words of the language of water 
privatization. 


Word / 
Phrase / 


Build, Own, Operate and Transfer. The private 
company Builds, Owns, Operates for some time 
the facility (say a power plant) and then Transfers 
the same to the Government after the period is 
over. Variations include BOO, BOT etc. 


Multi Stake-Holder Processes — in which all the 
people who have “stakes” in the outcome of the 
project are involved. In projects like dams, the 
words “oustees” or “victims” are probably too 
negative to be used, so they too are called the 
“stakeholders”. MSPs include Governments, 
Corporations, NGOs and so on. 


A sector where the required infrastructure 
(normally distribution networks) is so huge and 
so expensive, that it makes little sense in allowing 
competition to erect parallel network. This makes 
it a monopoly by virtue of its “nature”. E.g. — 


Word / 
Phrase / 
Abbreviation 


power distribution — it would not be worthwhile 
for several suppliers to erect parallel distribution 
networks servicing the same areas. 


Power Purchase Agreement - the contract between 
the IPP and the state agency that details the terms 
and conditions, including tariff under which 
power will be purchased by the latter from the 
former. 


ae Public Private Partnerships 
Private Sector Participation. 


Rationalization | A nice way of saying “increasing tariffs.” 
of Tariffs 


Right sizing 
water supply chain from the off take to the 


Take or Pay 
consumer delivery point. - 


Water Supply and Sanitation. UWSS means 


A nice way of saying “downsizing”, meaning 
large-scale removal or retrenchment of staff and 
workers. 


The purchaser of power from the IPP either 
purchases the minimum agreed power or is in any 
case billed for it. Similar take-or-pay clauses are 
also found in the water supply sector. It should 

more accurately be called “take-or-anyway-pay . 


Unaccounted For Water — refers to the loss in the 


Urban WSS and RWSS means Rural WSS 


World Trade Organisation 


MANTHAN ADHYAYAN KENDRA 


Manthan Adhyayan Kendra (Manthan Research 
Centre) is a centre set up to monitor, analyse 


and research water and energy related issues, 
with a special focus on the latest developments 
resulting from the liberalisation, globalisation 
and privatisation of the economy. The Centre is 
located at Badwani, a district town in western 
Madhya Pradesh. While the focus of the work 
is on water and energy issues, this is in the larger 
context of equitable, just and sustainable 
development. 


Manthan maintains live links with various 
people’s movements, social activists’ 
organizations and other similar research 
organisations. 
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resources projects .Or 


diverse uses, wherever 
feasible. Private sector 
participation can help in| 
introducing innovative — 
ideas, generating financial resources and introducing corporate 
management and improving service efficiency and accountability to. 
users. 


~~ 
” 


o> Aman Namra 


Water Policy of Government of India, - 
Adopted on 1st April 2002" 


What are the implications of this policy ? Does the private sector 
really contribute all that is outlined in the policy, or are they mere - 
pretexts to justify large-scale privatisation of water? This booklet . 
attempts to put together information that will help the people of this 
country answer these questions. ; 
The issues discussed in this booklet include : basic structure of 
privatisation and corporatisation of water sector: its parallels with 
other sectors like electricity; lessons that can be drawn for water sector 
from the experience of privatisation of power sector in India; 
experiences of water privatisation 1n other parts of the world; details 
of the water privatisation going on or on anvil in India: the potential 
impacts of water privatisation: forces pushing privatisation and 


” 
. 


corporatisation, including the roles of World Bank, ADB ad WTO; 
and several other related issues. 
nen) See 
MANTHAN ADHYAYAN KENDRA 
BADWANI (M.P.) 


